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Th is audit w as initiated in response to a Legislative re que st for a follow -up of our 19 89  audit.
D iscus s ions involving replacem ent of th e district’s property tax revenue w ith  anoth er source of
revenue are going to occur, and a careful review  of th e districts financing w as desired.  In
addition, w e also review ed issues surrounding th e form er Spanis h  Fork -Neph i Irrigation and
Drainage System .  In our opinion, m anagem ent overs igh t and adm inistrative controls w ith in
th e Central Utah  W ater Conservancy District (th e district) could be significantly im proved. 
First, th e district’s financial m anagem ent can be m ore cons istent.  Second, district policie s  and
procedures lack  sufficiency and enforcem ent.  Th ird, in addition to th e s e m anagerial is sue s ,
th e rejection of th e SFN system  affords a second opportunity to analyze th e district’s w ater
efforts. Fourth , allegations w h ich  w ere rece ived during th e audit do not appear to h ave m erit,
given th e inform ation available.

District Financial M anagem ent Is Inconsistent.  Som e financial decis ions m ade by district
m anagem ent h ave been beneficial to th e taxpayer w h ile oth ers  h ave not .  Specifically, w e
found th e follow ing:

• Debt pre-paym ent saved $25.5 m illion

• Poor cas h  m anagem ent h as cost $4.4 m illion

• Poor fund m anagem ent h as cost $9 .4 m illion

• Poor taxing decis ions could cost taxpayers $53.3 m illion by 2012

Central Utah  W ater Conservancy District, as a taxing entity, h as a fiduciary re spons ibility to
properly m anage its funds.  M anagem ent of th ose funds is a m ajor tas k  of th e organization
given th e enorm ous s ize of its projects and th e fact th at th e tim ing of funding and construction
are not congruent.  Th e district m ust invest its funds and disburse its funds to m eet th e needs
of its projects and to ensure th e greatest pos s ible benefit for its constituents.  Failing to ach ieve
th e greatest pos s ible benefit from  financial decis ions is unacceptable.

District Policies and Procedures Lack  Sufficiency and Enforcem ent.  D istrict  m anagem ent
h as allow ed lapse s  in adm inistrative controls th at h ave re sulted in q uestionable adm inistrative
practices.  Disregard for policie s  and procedures, liberal interpretation of expense policie s , and
general m anager approved violations of policie s  h as re sulted in approxim ately $9 0,000 of
q uestionable expenses and $200,000 of expenses th at violate accepted business practices. 
Exam ples of q uestionable district adm inistrative controls dem onstrative of e ith er violated
policie s  or poor controls include:



• District board m em bers indirectly receiving at least $110,000 from  district
contracts, alth ough  specifically proh ibited by state code and district policy.

• District m anagem ent benefits including a $9 3,750 contracted bonus agreem ent
for future w ork  as w ell as a $37,000 car for th e general m anager and
inappropriately reported car allow ances for anoth er s enior m anager.

• Travel expenses at least $35,000 in exces s  of neces sary travel costs; because th e
district failed to use th e low est available rates or follow  its ow n lodging policy.

• Veh icle fleet utilization th at does not appear adequate to support th e num ber of
fleet veh icles.  Furth er, use of district veh icles for com m uting purpose s  is not
controlled w ell.

• District procurem ent practices re sulting in retention of m any services w ith out
us ing a com petitive bid proces s .

Rejection of SFN Project Affords O pportunity to Red irect Efforts.  In our opinion, district
leaders h ip h as m aintained a h istorical perspective in th e SFN w ater allocations.  In particular,
district leaders h ip appears to be closely tied to delivering an irrigation project to south ern Utah
County and eastern Juab County.  Th is  focus is prim arily defended using tw o political
argum ents: com m itm ent to th e area and grow th  in th e area. 

 W ith  Utah ’s rapid urbanization, it is possible th at th is  h istorical perspective m ay no longer be
relevant.  In particular, dem ograph ic and econom ic data indicate th at a reallocation of th e
form er SFN w ater appears appropriate.  For exam ple, east Juab County is projected to need
2,506 acre-feet of culinary w ater by 2050 w h ile Salt Lak e County is projected to need 286,133
acre-feet of w ater.  In spite of th is need, east Juab w as to rece ive 42,000 acre-feet of w ater
w h ile Salt Lak e County w as to rece ive 70,000 acre-feet of w ater.  W e believe th at th e
Legislature s h ould form  a tas k  force or study com m ittee to independently analyze and possibly
recom m end a pos ition th e Legislature could cons ider adopting regarding allocation of th e
form er SFN w ater.

Allegations of Inappropriate District Activities Cause Som e Concern.  Th ree allegations
w ere m ade during th e course of th is  audit concerning inappropriate activities by th e district and
its affiliates.  Th e first allegation lack s m erit and appears to stem  from  confusion over federal
and district financial activity.  Th e s econd allegation, w h ile appearing to lack  substance,
generates concern because of th e individuals involved.  Th e th ird allegation rem ains a concern
because th e district lack s th e inform ation neces sary for a review .  Th e se allegations include:

• Th e district m ay h ave paid $15 m illion to th e Straw berry W ater Users
As sociation (SW UA) in such  a w ay as to benefit certain district em ployees w h o
h eld sh are s  in SW UA.

• Th e district m ay h ave form ed a political action com m ittee w h ich  inappropriately



collected funds for district political furth erance.

• Inappropriate com petitive practices m ay h ave been em ployed by th e district
arch itectural/engineering firm s w h ich  increase th e cost of w ork  perform ed for
th e district.


